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the company could have capitalized the surplus
fund by the issue of bonus shares, that was the only
way in which the fund could have been capitalized.
As this had not been done, the money must be
treated as income.

It seems from this that where there is a cash
bonus distribution it can safely be regarded as
income, but if the distribution be in the nature of
the allocation of shares, the circumstances of the
distribution must be considered, as it may be
either capital or income.

In the consideration of trusts arising under a
will there are two important matters to be observed
which do not arise in the case of a marriage settle-
ment trust. There is first, the order of payment
of debts, that is, the order in which a testator's
estate is liable for such payment. Then, in the
case of property subject to a mortgage or charge
created by the testator and which property is
specifically bequeathed, we have to consider who
is responsible for payment of the mortgage or
charge.

ORDER OF PAYMENT OF DEBTS

There is first of all the right of a personal
representative to retain a debt due to him from a
testator or intestate. This right is a very ancient
one, and was established for the very good reason
that a personal representative cannot sue himself
for a debt: he cannot be both plaintiff and defend-
ant in the same action. The right has from time
to time been extended, and it is now governed by